FEDERAL RESERVE BANK OF BOSTON 


MONTHLY REVIEW 


Of Industrial and Financial Conditions in the New England District 





VOL. 28 


BOSTON 6, MASS., NOVEMBER 1946 





Price Uncertainties Accompany 
Increasing Business 


NDUSTRIAL production, employment and trade 
in New England continued to expand in Septem- 
ber, but the expansion was accompanied by increas- 
ing uncertainties concerning price structures. Price 
levels were subjected to increasing fluctuations after 
June 30. Businessmen, hopeful that the transition to 
free market conditions might be effected smoothly, 
sought to discover from a review of the postwar ex- 
periences of 1920 and 1921 how close an analogy 
might exist with the present situation. 
Regional indexes of 


night shifts. This keen labor demand has enabled 
average hourly earnings to increase to $1.15 and 
average weekly earnings to $48.94. Similar increases 
were reported in Massachusetts and Rhode Island. 
Increasing orders and hopes of permitted higher 
prices were currently enabling manufacturers to sup- 
port these high labor costs, but concern was felt over 
their maintenance after production has caught up 
with accumulated demand of customers. 

The number of textile workers increased to 1.1 
per cent over August 





business activity as com- 
puted by the First Na- 
tional Bank of Boston 
and by the Southern New 
England Telephone Com- 
pany both showed post- 
war peaks in September 
and reflected the same 
trend as was portrayed 
nationally by the Fed- 
eral Reserve Board’s in- 
dex of industrial produc- 
tion. 

Manufacturing em- 
ployment in New England 
increased 0.8 per cent 
during the month to an 
estimated total of 1,525,- 
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WHOLESALE COMMODITY PRICES 


and 16 per cent over 
September 1945. Wool 
consumption of New 
England mills during the 
first eight months of 
1946 was 5.2 per cent 
over the corresponding 
period of 1945. Cotton 
consumption decreased 
from August to Septem- 
ber, but for nine months 
was 4.9 per cent greater 
in 1946 than in 1945. 
Cotton has enjoyed an 
unusually strong de- 
mand in recent years 
which, coupled with a 
small current crop, has 
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400 workers, 13 per cent 
more than a year ago and 30 per cent more than in 
September 1939. In both durable and nondurable 
goods industries the number of workers increased to 
new postwar peaks. Sizable increases were reported 
in the machinery and textile industries, while among 
the major manufacturing classifications only lumber, 
shipbuilding, aviation products and chemical indus- 
tries employed fewer workers than a year ago. A 
seasonal decline in the food products group was 
accentuated by the prevailing low rate of operations 
in meat packing. 

Not only has the manufacture of civilian products 
absorbed many more former war workers and veter- 
ans from military service than was deemed possi- 
ble a year ago, but it has also in recent months re- 
duced the number of insured unemployed in New 
England to less than 150,000. The Connecticut De- 
partment of Labor reports that further expansion of 
employment is limited only by adequate supplies of 
manpower, and that there has been considerable re- 
hiring of elderly workers and women and the teaming 
up of nonproduction daytime workers for production 


greatly reduced the na- 
tional carryover and caused the price of raw cotton to 
increase from a level of about 10 cents per pound in 
1940 to a recent high of nearly 40 cents. The sharp 
October break in cotton prices reflected the realiza- 
tion that another season may see the cotton indus- 
tries in a vulnerable position. Expectations that 
former high prices might have resulted in excessive 
planting, that production of textile products is catch- 
ing up with demand, and that the market will face 
greater competition from foreign planters and alter- 
native fibers probably influenced raw cotton. 
Employment in New England’s leather indus- 
tries increased to 14 per cent over a year ago. In the 
earlier months of the year boot and shoe production 
was appreciably above production for the corre- 
sponding months of 1945. But during the period of 
controversy over price control of livestock the flow of 
hides through the tanneries to the leather products 
factories was cut to a trickle. As several weeks will 
be necessary to process the new supply of hides, the 
outlook for the rest of the year is for decreased pro- 
duction and higher prices for leather products. 








Construction employment has been increasing rap- 
idly from its low level in the early months of 1945, 
and in August 1946 showed a net increase of 5.4 
per cent for the month and of 62 per cent since 
August 1945. The F. W. Dodge Corporation re- 
ported construction contract awards of $59,918,000 
in this area during September, an increase of 15 
per cent over August and 206 per cent over Sep- 
tember 1945. Although awards for nonresiden- 
tial buildings and utilities decreased from the 
previous month, those for public works, due prin- 
cipally to a $7,000,000 highway project in Maine, 
were the highest since July 1942, while residential 
awards showed an increase of 60 per cent. 

Despite efforts to facilitate residential construc- 
tion, continued shortages of materials and increasing 
costs were impeding the program. The B.L.S. index 
of building material prices had increased 14 per cent 
in a year, and too often the materials were not avail- 
able at any price. Average hourly earnings of Massa- 
chusetts construction employees had reached $1.44 
compared with 98 cents in January 1941. Veterans 
were showing increasing disinclination to burden 
themselves with real estate mortgages which a few 
years previously would have represented the full 
property value. The Federal Deposit Insurance 
Corporation urged banks to exercise great care in 
making new real estate loans. 

In each of the weeks ending from August 31 to 
October 12 New England electric power produc- 
tion exceeded that for the comparable weeks of 1945. 
Similar comparability prevailed in freight carload- 
ings originating on New England railroads, despite 
the critical shortage of freight cars. Yet increased 
operating costs with no compensable increase in 
freight rates offset the benefits of this large volume 
of traffic and comparison of nine months’ net railway 
operating income in 1945 and 1946 showed losses 
ranging from 27 to 99 per cent for the major inde- 
pendent New England roads. 

Department store sales reported by 124 New 
England firms increased 33 per cent in value from 
September 1945 to September 1946, 

Twelve Boston stores showed a corresponding in- 
crease of 36 per cent in sales. The high level of de- 
mand for consumer goods, largely restrained be- 
cause of wartime shortages, shows no signs of im- 
mediate abatement. Yet merchandise receipts have 
sufficed not only to sustain this high level of sales 
but also to increase aggregate stocks of merchandise 
to 25 per cent in retail value over a year ago. In- 
creases occurred in all classifications excepting furni- 
ture and a few minor departments. Unfilled orders 
of these stores for additional merchandise were 37 per 
cent greater than in September 1945 and 171 per cent 
greater than in September 1941. 

Increasing resort is being made to the use of credit 
in financing these sales. Compared to the 36 per cent 
increase in total sales from September 1945 to Sep- 
tember 1946 at the 12 Boston stores, charge and in- 
stalment sales each increased 56 per cent. Accounts 
outstanding at the end of September 1946 were 67 per 
cent greater than those at the end of September 1945. 
The ratio of September collections to accounts out- 


standing at the first of the month decreased from . 


51 per cent in 1945 to 42 per cent in 1946. 
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News on Wood Utilization Research 


Utilization of low-grade wood and wood 
waste is ‘‘the key to good forestry practice and 
the profitable use of the region’s greatest 
resource,’ the New England Wood Utilization 
Council states in its ‘‘Report of Progress, 
1942-1946.’” The amount of such unsalable 
material in New England is estimated at seven 
million tons per year. 

The Council’s four-page report lists a num- 
ber of publications and research projects 
dealing with forest and wood utilization which 
contain information useful to those interested 
in the progress of the forest products indus- 
tries. It can be obtained free upon request to 
the Council at 839 Chapel Street, Box 1577, 
New Haven 6, Connecticut. 











The large volume of transactions accompanied 
by credit expansion was also reflected in statistics of 
finance for this district. Debits during September to 
deposit accounts of individuals, partnerships and 
corporations in 21 New England cities showed an 
increase of 18 per cent in 1946 over 1945. Com- 


mercial, industrial and agricultural loans of regularly 


reporting banks in six cities were 35 per cent greater 
on September 25 than a year previously. Over the 
same period real estate loans at these banks increased 
30 per cent. Increased volumes of outstanding con- 
sumer credit were reported by commercial and indus- 
trial banks, credit unions and small loan companies. 

Backed up by demand deposits and currency at 
approximate all-time peaks, an increasing volume of 
savings deposits and a high level of income, demand 
appears still to overbalance available supplies, 
especially those of durable goods. Prices in con- 
sequence were still under upward pressure. The 
B. L. S. index of wholesale commodity prices in- 
creased from 150 per cent of August 1939 prices on 
June 29, 1946 to 166 per cent on September 28 and 
181 per cent on October 26. The retail price index 
of goods and services in Massachusetts (on a 1935- 
1939 base) rose from 142 in September to 145 in 
October. 

As wartime controls have been removed consumer 
income and prices have been pacing each other up- 
ward in a manner reminiscent of experiences follow- 
ing the First World War which led eventually to the 
corrective adjustments of 1920 and 1921. Important 
dissimilarities, as well as similarities, exist between 
conditions prevailing then and now, and no con- 
clusive analogy should be drawn. However, certain 
signs of instability in the present price structure have 
appeared. Interest rates have firmed and real estate 
values have receded from their extremely inflated 
levels. Stock market prices suffered a sharp drop in 
September and cotton futures in October. Although 
the general level of wholesale commodity prices has 
pursued an upward course, wide fluctuations have 
occurred in some items, such as meats, as supplies 
have responded to varying measures of price control. 
Uncertainties may be expected to beset the future 
course of prices until under freer market conditions 
a better balance between supply and demand is 
reached in many segments of the economy. 
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How Debt Reduction Has Affected the Banks 


N financing World War II the gross national debt 
rose from $61 billion on November 30, 1941 to 
$280 billion on February 28, 1946. Debt increase 
has come to an end, for a time at least, and $16 
billion of the nation’s debt had been retired by 
October 31. The debt reduction program has had a 
significant effect on the position of the commercial 
banks, in terms of their reserves, deposits, and 
holdings of Government securities.! 


The Treasury’s Cash Position 


Recent reductions in the public debt were not 
financed, as might ordinarily be expected, by an 
excess of Treasury tax receipts over expenditures. 
The Treasury’s large cash balances on deposit with 
the commercial banks, instead, have furnished the 
necessary funds with which to carry out the Treas- 
ury’s current debt redemption program. These 
deposit accounts had reached an all-time peak of 
some $26 billion by the end of 1945, following the 
highly successful Victory Loan Drive. 

Use of these funds for purposes of reducing the 
debt was planned early this year. At that time 
Treasury experts anticipated that current expenses 
could be met largely from current revenue. Thus 
the need to keep large cash balances on hand was 
greatly reduced. 

The Government’s budget prospects for the fiscal 
year 1947 look considerably more promising than 
they did eight months ago. Consequently, it may be 
possible to retire more of the debt than had originally 
been anticipated. 


Mechanics of Debt Reduction 


Debt reduction has caused some types of bank 
deposits to decline and has caused other types to 
rise while, in addition, it has had important effects 
on the reserves of individual banks. In this analysis 
an attempt will be made to separate and explain 
some of these different, and frequently offsetting, 
results of debt retirement. 

To do this, it is necessary to divide the holders of 
the Federal Government’s debt into three general 
groups: (1) the commercial banks, (2) the Federal 
Reserve Banks, (3) nonbank investors. Bank re- 
serves and deposits will be affected differently in 
each case depending upon which group’s securities 
are retired. In order to visualize the effects of the 
debt reduction program, the assumption must 
be made that all money market influences, except 
the ones specifically discussed, remain unchanged, 


{1} If redeemed securities are held by the 
commercial banks. 


Most of the Government’s large surplus cash 
balances are held on deposit with the commercial 
banks and are known as War Loan accounts. A 
bank qualified to hold a War Loan account paid for 


1See accompanying article for discussion of the behavior of demand 
eposits during the first part of the period of debt reduction. 
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its own and its customer’s purchases of new Govern- 
ment securities by setting up a credit to the account 
of the Treasury on its books. There was no transfer 
of funds at the time of purchase. 

Ordinarily these funds on deposit for the Treasury 
in War Loan accounts are not withdrawn from the 
commercial banks until needed. Thus, the return 
flow of funds to the banks through Treasury spending 
should match, with a slight lag, the original outflow 
of funds from the banks. In this way, drains on the 
banks’ reserve positions are minimized. 

Shortly before the redemption is to take place, the 
Treasury sends out “calls” on its War Loan deposit 
accounts with the commercial banks. The effect of 
these ‘‘calls” on the War Loan deposit accounts is to 
withdraw funds from the commercial banks and to 
transfer these funds to the Treasury checking account 
at the Federal Reserve Banks. Member banks 
authorize the Reserve Banks to debit their reserve 
accounts at the Reserve Bank by the amount of the 
Treasury ‘‘call”. This results in the transfer of 
these funds to the Treasury’s checking account at 
the Reserve Banks. The transaction involves a 
temporary loss of a part of the commercial banks’ 
reserve balances. 

On the date of the redemption the Treasury pays 
the commercial banks for the securities retired with 
a check drawn on its account at the Reserve Banks. 
The banks promptly deposit these checks by credit- 
ing their reserve accounts at the Reserve Banks. 
Inasmuch as all of the banks’ holdings of Govern- 
ment sécurities and a// of the War Loan deposit 
accounts in a// commercial banks are drawn down 
by exactly equal amounts by this transaction, the 
reserve balances for the banking system as a whole 
are not affected. 

It is important to emphasize that although total 
reserves of the banking system are not affected by 
redemption of Government securities held by the 
commercial banks, the reserves of an individual 
bank will be affected unless, as in the case of the 
banking system, “calls” on an individual bank’s 
War Loan account equal in amount the Government 
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securities redeemed. This circumstance is generally 
improbable. Whether the impact of retirement 
of securities held by a commercial bank will cause a 
drain, or lead to easing of reserves of an individual 
bank, depends upon whether the Treasury “calls” 
on the bank’s War Loan account for this purpose 
exceed in amount the bank’s holdings of redeemed 
Government securities, or the reverse. Redemp- 
tion of securities, as has been indicated, provides an 
inflow of funds which offsets the “call” by the 
Treasury. Many banks or regions will thus lose 
more funds than they gain; some may be unaffected 
while others will gain more than they lose. 


{2} If redeemed securities are held by Federal 
Reserve Banks. 


Redemption of the Government securities in the 
portfolios of the Federal Reserve Banks is accom- 
plished by a procedure similar to that used in the case 
of the commercial banks. The Treasury issues 
“calls” on its War Loan accounts in the commercial 
banks and, as it does so, funds are transferred from 
the commercial to the Reserve Banks. 

Government securities held by the Reserve Banks 
are retired by a Treasury check drawn on its de- 
posits at the Reserve Banks. As the checks are 
cashed, the deposits are extinguished. Reserve 
deposits of the commercial banks are thus absorbed 
in the transaction, and are not returned either to the 
banks or to the public. The effect is to cancel 
simultaneously some of the assets of the Reserve 
Banks and some of their liabilities. 

No permanent change occurs in Treasury deposits 
with the Reserve Banks when securities held by 
Reserve Banks are retired since these deposits are 
the working balances of the Treasury and are main- 
tained at a fairly constant level to meet various 
Government expenditures. It is true that prior to 
the security retirement dates, Treasury deposits at 
the Federal Reserve are increased temporarily as 
War Loan “calls” are sent out, and the Treasury’s 
funds transferred from the commercial to the 
Reserve Banks. After the retirement operation is 
completed, however, the Treasury’s account at the 
Reserve Banks would be about what it was before. 

Most significant from the point of view of bank 
reserves is that as a consequence of retirement of 





securities held by the Reserve Banks, member bank 
balances with the Reserve Banks are drawn down, 
and the credit base is contracted. The effect on the 
reserve position of the commercial banks is exactly 
the same as though the Federal Reserve authorities 
had sold Government securities in the open-market 
in order to tighten reserves. Unless there were off- 
setting reserve factors, the capacity of the com- 
mercial banks to lend funds or to hold securities 
would tend to be reduced. Commercial banks 
would thus face the necessity of reducing loans or 
selling securities in order to restore their reserve 
positions. To accomplish this, the commercial 
banks have sold short-term Government securities 
which have been purchased largely by the Reserve 
Banks. 


{3} If redeemed securities are held by nonbank in- 
vestors. 


When nonbank investors hold the securities 
redeemed by the Treasury, the reserve position of 
the commercial banks again will be tightened. The 
reason for this is not the annihilation of reserve 
funds, as shown in the last example, but rather the 
effect of a shift of deposits from the Government’s 
War Loan accounts, which do not require reserves, to 
individual demand deposit or savings accounts, 
which require reserves. 

The country’s total bank deposits remain un- 
changed, but the distribution of these deposits be- 
tween the Government and the public is altered. 
The public receives the deposits which the Treasury 
withdrew from its War Loan account. In addition, 
the total amount of reserves which must be held 
against deposits is increased. 

The Treasury sends checks to investors, which 
include savings banks, individuals, life insurance 
companies, and dealers, who happen to hold the 
redeemed Government issues when they fall due, 
and these checks are deposited chiefly in the com- 
mercial banks. Although no reserves were required 
against the deposits when they were in the form of 
War Loan accounts, now that they Jhave been trans- 
ferred to private ownership required reserves must 
be carried against them. 

Under present regulations, required reserves on 
the average will amount to slightly less than 20 per 
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cent of these new individual deposits. Banks as a 
group will thus be under pressure to sell securities 
or call loans to meet their increased reserve needs. 


New England Bank Deposits 


The effect of the Treasury’s debt retirement pro- 
gram on the banks of this region has conformed 
closely to the changes at banks throughout the 
country. New England weekly reporting member 
banks have reported a 73 per cent decline in War 
Loan accounts and a 15 per cent drop in total 
demand deposits since February 27. Fiscal policies 
causing monetary expansion have become practically 
inoperative both in this region and in the nation for a 
time at least. 

Despite the decline in total deposits resulting from 
debt retirement operations, demand deposits of 
individuals, partnerships and corporations in New 
England have risen five per cent. Increased bank 
lending activity has been the major source of 
recent increases in individual demand deposits. All 
loans of weekly reporting member banks rose by 
$116 million between the end of February and the 
end of October. Although brokers’ and customers’ 
loans to carry securities were both reduced as in- 
dividuals replaced their borrowings on Federal issues, 
this decrease was more than offset by large increases 
in business and real estate loans. 

The cash pay-off of Government securities held by 
individuals and business concerns is reflected only in 
part in the increase of individual demand deposits. 
In some instances nonbank investors have replaced 
securities which the Treasury redeemed with other 
Government securities. Significant in this connec- 
tion are the increased holdings of New England 
insurance companies. These companies held $107 
million more U. S. securities at the end of July 
than at the end of February when the debt reduction 
program was inaugurated. Insurance companies 
have added further to their Governnent portfolios 
during the last three months. 

Whenever business or individual investors use de- 
posits built up by retirement of securities which they 
hold to purchase other securities from the banks, 
individual demand deposits will tend to be drawn 
down again. Individual or business purchasers of 
Government securities turn over deposits to the 


selling banks. Thus, on the books of all of the 
banks, assets in the form of Government securities 
and deposit liabilities are drawn down equally. An 
expansion in private deposits follows from debt retire- 
ment only to the extent that nonbank investors do 
not replace retired issues with others purchased from 
the banking system. 

Financial and trade relations with other Federal 
Reserve Districts have also influenced the expansion 
of individual demand deposits through a net inflow of 
$236 million of funds to this region between February 
27 and October 16. This substantial inflow during 
the last seven months may possibly indicate a rever- 
sal, or at least a halt, of the deposit trends which 
developed in this district during the war. Through- 
out the war years the Government periodically 
raised funds in this and other eastern districts 
through taxation and borrowing. Large por- 
tions of these funds were subsequently transferred 
and disbursed in military, agricultural and industrial 
centers principally in the South and West. It was 
expected that this area would regain funds when 
postwar relationships were established. 

It may be concluded that current declining War 
Loan accounts and declining total demand deposits 
clearly reflect debt reduction. Cash redemption of 
securities held by nonbank investors contributed a 
part to the increase in individual demand deposits. 
Loan expansion and inter-district deposit shifts, 
however, are chiefly responsible for continuing 
monetary expansion in this district. 


New England Bank Reserves 


The decline between February 28 and the end of 
October in Government securities held by reporting 
commercial member banks in this district has been 
23 per cent — about the same as was experienced by 
all reporting commercial member banks in the na- 
tion. The retirement program has resulted in an 
over-all reduction in bank investments, accompanied 
by a reduction in reserve-exempt War Loan deposits, 
with no change in total reserve balances and required 
reserves. Individual banks, however, have lost 
reserve when War Loan deposit withdrawals were 
not offset by redemption of securities held by them. 

Retirement of securities held by the Federal 
Reserve Bank of Boston exerted a corresponding 





WHEN COMMERCIAL BANKS KOLD RETIRED 
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drain on commercial bank reserve balances leading 
to a general tightening of reserves. The pressure 
on reserves, however, extended over a period be- 
cause Treasury balances for their retirement were 
built up at Reserve Banks by transfer from War 
Loan accounts at banks prior to cash redemption 
and then were reduced in connection with the 
retirement operations. Purchases of Government 
securities by the Federal Reserve Bank of Boston 
have exceeded in amount those redeemed from its 
own portfolio. The $31 million increase in holdings 
as of the end of October reflects clearly the reserve 
pressure to which banks in this district have been 
subjected since debt retirement began in February. 

To offset reserve tightness, the commercial banks 
throughout the district have sold short-term securi- 
ties to the Reserve Banks either directly or in- 
directly through the open-market, and have re- 
ceived new reserve balances in return. The com- 
mercial banks have also sold sizable amounts of 
Government securities to nonbank investors during 
the period. Although these sales to nonbank 
investors do not directly furnish banks with reserve 
funds, they do reduce reserve pressure indirectly by 
reducing private deposits and their required reserves. 

The strain on New England banking reserves 
caused by the Treasury’s debt program has also 
been eased somewhat as a result of a net inflow of 
funds to this district from other regions. The dis- 
trict member banks actually increased their reserves 
by $63 million during the period of debt reduction 
up to October 16. This increase was primarily the 
result of a gain from commercial and financial 
transactions offset partially by a loss in Treasury 
transactions and by an increase in currency demand. 

The net effect of debt reduction in this district 
has been to tighten somewhat the reserve position of 
the banks. The effects, however, have been reason- 
ably moderate as indicated by the expansion of bank 
loans and purchases of additional securities. The 
changes described herein illustrate the flexibility of 
the present system of reserve adjustment. Member 
banks needed additional reserves to cover the 





individual demand deposit expansion, which arose 
in part from loan expansion and to some extent from 
redemption of nonbank-held debt. For individual 
banks or classes of banks the resulting reserve pres- 
sure was very severe in many instances. 


N. E. Commercial and Reserve Bank Portfolios 


Purchases of short-term securities have caused 
considerable expansion in the Government security 
portfolio of the Federal Reserve Bank of Boston. 
Relatively short-dated Government issues — bills 
and certificates — increased during the period of 
debt redemption, while medium- and long-term 
holdings declined. 

Shortening of average maturity of Reserve Bank 
holdings reflects both cash redemption of a small 
amount of the longer-term issues held by the Re- 
serve Bank, and reserve accommodation to com- 
mercial banks. This trend is not new, but dates 
from reserve techniques of the war period when 
short-term Government issues increasingly found 
their way into the portfolios of the Reserve Banks. 

Meanwhile, the proportion of longer-term Govern- 
ment security holdings of the commercial banks has 
increased in recent months. This is partly because 
cash redemption has been largely concentrated in 
the short-term securities — certificates and notes — 
and banks have not replaced the issues retired. 
Sales of bills and certificates to the Federal Reserve 
Banks have emphasized a tendency toward a 
lengthening distribution. 

Commercial banks in this district have increased 
both the volume and proportion of the longer-term 
Government issues which they are eligible to pur- 
chase. Bank preference for Government bonds over 
certificates or notes stems from the desire of the 
banks to buy, whenever possible, the longest-term 
highest-yield eligible issues. Debt redemption, the 
recent firming in short-term interest rates, and ex- 
panding loan opportunities have cut deeply into 
reserve funds of the banks. These have not 
altogether prevented bank purchase of additional 
medium- and long-term Government bonds. 









































CONDITION OF REPORTING NEW ENGLAND MEMBER BANKS 
(Monthly Averages of Weekly Figures; In Millions of Dollars) 
BOSTON FIVE CITIES OUTSIDE OF BOSTON 
Item 1946 1945 % Change 1946 1945 % Change 
Oct. °46 Oct. '46 
October | September} October Oct. °45 October |September| October Oct. °45 
Demand deposits (adjusted*)............ 1,485.4 1,463.1 1,462.1 + 16 8443 844.7 808.8 | + 44 
United States deposits. ..............06. 168.3 201.9 516.0 — 67.4 84.5 98.1 202.6 — 58.3 
Balances due to domestic banks.......... 261.9 261.3 274.8 — 4.7 38.5 38.7 42.8} — 10.0 
Balances due to foreign banks............ 22.6 22.9 18.6 +21.5 1.4 13 0.9 + 55.6 
Rr rere 196.5 192.6 165.8 +18.5 291.3 290.5 257.8 | + 13.0 
TOTAL DEPOSITS (adjusted*)....... 2,184.7 2,141.8 2,437.3 —12.4 1,260.0 1,273.3 1,312.9] — 4.0 
Reserve with Federal Reserve Bank...... 357.6 355.5 351.5 + 17 134.2 136.0 133.7 + 04 
WOUIS GARD. 2052s 5s00010.06 PAP ree 32.3 32.3 34.3 — 58 29.4 29.8 25.3 | + 16.2 
Balances with other domestic banks....... 44.1 45.3 45.4 — 29 75.2 76.2 76.1 - 1.2 
DORAE, REGRRVES.. vec cccccsccesese 434.0 433.1 431.2 + 0.6 238.8 242.0 235.1; + 1.6 
Commercial, industrial, agricultural loans. . 489.0 462.6 367.6 33.0 105. , : 
Loans to brokers and dealersin securities. .. 38.0 46.5 62.1 are 03 8 i : Hy 
Other loans for purchasing or carrying sec... 44.7 43.4 33.5 +33.4 45.9 44.4 363 | + 26.4 
SE EE DURIOS og 6 o605 0555500 bvnneees 27.8 30.4 25.1 +10.8 15.9 20.9 17.6.) —_ 97 
RN ENON 5 5k.0,5 5'n6 04.00:5 600 desee0e 3.5 2.1 3.1 +12.9 1.4 13 0.4 +250.0 
NE BN oc boc. chu s <s0a danse e naeae 104.7 105.5 87.8 +19.2 44.0 43.6 32.5 | + 35.4 
DOTA CHOI ooo isis cc csicciacee. 707.7 690.5 579.2 +22.2 213.4 210.8 7. 2 
United States obligations................ 1,124.8 1,149.8 1,572.9 — 28.5 859.5 869.8 3810 > 27 
Other bonds and stocks owned............ 58.0 55.4 48.2 +20.3 44.7 45.0 39.9 | + 12.0 
TOTAL INVESTMENTS............. 1,182.8 1,205.2 1,621.1 —27.0 904.2 914, — 11.7 
TOTAL LOANS AND INVESTMENTS.. 1,890.5 1,895.7 2200.3 —14.1 1,117.6 1,128.6 11703 - 16 
* Adjusted to exclude items in process of collection. 
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Who Owns New England Demand Deposits? 


LTHOUGH the war years saw the greatest ex- 
pansion of bank deposits ever recorded in the 
annals of American financial history, total demand 
deposits in reporting member banks throughout the 
country dropped about six per cent in the year fol- 
lowing V-J Day. Moreover, by the latter part of 
September these same deposits were about 16 per 
cent lower than at the beginning of 1946. In contrast 
to this shrinking of total deposits, demand deposits 
of business and individuals have increased. 


Deposit Changes and Debt Retirement 


The most influential factor in the reduction of 
total demand deposits has been the drawing down of 
United States deposits in connection with the debt 
retirement program. Since the close of the Victory 
Loan Drive in December 1945, the Treasury’s cur- 
rent deficit has been greatly reduced as military ex- 
penditures have declined and tax receipts have con- 
tinued at high levels. Since March, moreover, it has 
been possible for the Government to meet its deficit 
without further borrowing and at the same time 
initiate a program of debt retirement which, by the 
first of October, had redeemed more than $17 billion 
in Government securities for cash. 

As outlined in our previous summaries of wartime 
deposit behavior, Treasury financing during the war 
assumed the form of a repeated three-phase cycle: 

1. War expenditures for goods and services re- 
duced the deposit balance I the Government and 
raised the demand deposit balances of individuals 
and business. 

2. When replenishment of Treasury funds was 
necessary, new deposits were furnished to the Govern- 
ment by the sale of Government securities. 

3. Purchase of these Government securities served 
to reduce somewhat, but not by an amount equal to 
gains in Government balances during the War Loan 
drives, the demand deposit balances of individ- 
uals and business that had been built up by Govern- 
ment expenditures. 





TREND IN DEMAND DEPOSITS 


WAR AND POSTWAR YEARS 
REPORTING MEMBER BANKS —F R. DISTRICT I 
4 MONTHLY AVERAGES OF WEEKLY FIGURES 
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While there were periods when the changes in busi- 
ness and individual demand deposits nearly offset 
the changes in Government and total deposits, com- 
plete offsetting was never achieved. Banks paid for 
the Government securities that they bought directly 
from the Government by creating deposits to the 
Treasury’s credit. Through Government spending, 
these newly-generated deposits passed to individual 
and business holders. These holders did not sub- 
sequently invest the whole of the increase in their 
deposits in Government securities. The volume of 
individual and business deposits therefore increased 
during the whole period of war financing. 


U. S. Deposits Controlling Factor 


Changes in Government deposits have continued 
since V-J Day to exert the controlling influence on 
total deposits. The controlling factor in the six per 
cent deposit drop noted in the first paragraph was 
a decline of almost 50 per cent in Treasury deposits 
which more than counterbalanced a five per cent 
gain in deposits of individuals and business.! Mem- 
ber banks which report in the First Federal Reserve 
District reflect even more sharply the influences in- 
dicated in the preceding sentence. Total demand 
deposits in the First District during the first postwar 
year were reduced 15 per cent because a contraction 
of 65 per cent in Government balances outweighed 
a five per cent gain in individual and business de- 
posits. These deposit trends have continued at an 
accelerated rate from the first of the year to the date 
of this writing. 

With Government deposits waning and private de- 
posits increasing, interest in the record of, and the 
outlook for, private deposits is heightened. What 
types of business or nonbusiness holders own the 
lion’s share of demand deposits? Have the great 
dollar gains in retail and wholesale sales been re- 
flected in the deposit record of these businesses? 
What is causing total individual and business de- 
posits to rise? Are individuals continuing to increase 
their holdings of ready cash, thus adding further to 
the much-publicized inflationary potential, or have 
they already bought new goods at higher prices to 
an extent that their checking accounts are generally 
lower now than during the war? The answers to 
these and other similar questions can be reasonably 
determined from estimates based upon the latest 
semiannual survey of demand deposit ownership 
which gathered information as to size and type of 
ownership of these deposits as of July 31, 1946.2 


1 References to deposits of business and individuals of any kind 
in this article pertain solely to demand deposits unless otherwise 
Specified. 


2 Detailed tables showing estimated ownership of demand de- 
posits of individuals, partnerships and corporations in the First 
District by type of owner in four bank-size groups are available, 
upon request, from this bank’s Research and Statistics Depart- 
ment. 
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CHANGES IN DEMAND DEPOSIT OWNERSHIP 


COMMERCIAL BANKS-——F. R. DISTRICT I 
ESTIMATES: JULY 1943—JULY 1946 
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Manufacturers’ Deposits Increase 


Outstanding among demand deposit changes in 
First District commercial banks during the period 
between January 31 (the date of the last prior sur- 
vey) and July 31 was a shift in the direction of de- 
posits of manufacturing concerns. These deposits, 
which have usually accounted for about one-third 
of all individual and business deposits in this dis- 
trict, had taken a noticeable slump during the first 
six months after the war as many Government con- 
tracts were canceled and factories faced the outlays 
demanded for reconversion to peacetime production. 
During the latest survey period, however, manu- 
facturers’ deposits increased five per cent and, al- 
though they were an estimated $46 million less than 
at the high point recorded in the July 1945 survey, 
they maintained the same importance relative to 
total demand deposits that they had in the early 
part of this year. 

It will be recalled by those who have followed the 
course of deposit ownership during the war years 
that wholesale and retail trade deposits have, since 
1943, lost none of their importance relative to total 
demand deposits in this district and have, in fact, 
been growing rapidly both in quantity and in rela- 
tion to total deposits. This was a natural result of 
war stringencies as were many of the deposit changes 
over the same period. As more and more facilities 
and materials were devoted to production of war 
goods, the proportion of the nation’s output in the 
form of consumer goods available for sale through re- 
tail and wholesale channels was reduced. Heavy 
retail demand for consumer goods reduced trade in- 
ventories and served to increase trade deposits. Be- 
cause their sales outran their receipts of merchandise 
for some time, merchants were forced either to invest 





otherwise or to keep their surplus funds in the 
highly liquid form of deposits. Not knowing from 
one day’s end to the next what would be available 
for purchase, it was logical for these dealers to build 
up their checking accounts as they weathered the 
storm. 


Importance of Trade Deposits Slackens 


Whether or not retail and wholesale trade de- 
posits have reached their peak is a question which 
can be determined only after future surveys. It 
seems reasonable to believe that they may expand in 
volume, although not in importance, if other busi- 
ness deposits should expand. There are, however, 
two further facts indicative of the future of trade 
deposits which have appeared in this latest survey. 
Retail and wholesale trade deposits grew only very 
slightly more in this district between January 31 and 
July 31 this year than they did at any other corre- 
sponding period since 1943. These deposits during 
the period diminished slightly in importance rela- 
tive to- total demand deposits both in the district 
and in the United States. This is the first time in 
two years that trade deposits in this district have 
not accounted for an increasing proportion of total 
business and individual demand deposits. 

Apparently, then, with merchandise sales in- 
creasing and at generally higher sales prices, mer- 
chants are turning a larger proportion of their funds 
into stocks for their shelves. This contention is at 
least borne out for department stores by the fact 
that the index of stocks gained steadily during the 
first six months of this year both in New England 
and the nation. 

Manufacturing and trade deposits together ac- 
count for almost half of all First District demand 
deposits. The postwar trends in these deposits, when 
viewed in the light of other economic factors, seem 
to be quite normal for such a period. They are, in- 
deed, as many have expected. 


Growth of,Personal Deposits Slows 


Personal demand deposits, which comprise the 
deposits of farmers and other individuals, make up 
the largest single segment of demand deposit owner- 
ship both in New England and in the United States 
accounting for 29 per cent and 36 per cent of the 
totals, respectively. Farmers’ deposits account for 
less than a tenth of combined deposits of farmers 
and other individuals in the New England area as 
opposed to better than a fifth in the country as a 
whole. Since the first deposit survey, in 1943, per- 
sonal deposits have shown the greatest absolute gain 
in dollar amount in First District commercial banks. 
These deposits have risen from $830 million to $1,113 
million over the three-year period, a gain of 34 per 
cent. While there have been greater percentage gains 
over the same period in such fields of deposit owner- 
ship as nonprofit organizations and certain classes 
of nonfinancial businesses, none of these other classes, 
with the exception of trade enterprises, currently 
accounts for as much as six per cent of total demand 
deposits. Personal deposits, then, are certainly very 
much to be reckoned with in any analysis of demand 
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deposit trends. These deposits tended to slow down 
their rate of expansion, increasing but five per cent 
between January and July this year, as compared 
with 11 per cent between July 1945 and January of 
this year. The latest survey period produced the 
smallest of any gains that have taken place in per- 
sonal deposits (although such deposits have pre- 
viously in two surveys since July 1943 shown some 
contraction). It should be noted, however, that 
personal deposits, as did those of manufacturers, 
maintained the same relative importance to total 
demand deposits in July that they had in January. 


Personal Deposits and Credit Expansion 


In answer to the question posed earlier in this 
analysis, it would seem from survey indications that 
individuals have continued to add to their holdings 
of ready cash, at least insofar as their checking 
accounts are concerned. This situation requires an 
explanation particularly in view of expanding volume 
of production and increase in retail sales of consumer 
goods long absent from the market. It was expected 
with the return of consumer goods to market, and 
particularly with the increase in prices that has oc- 
curred, that personal holdings of demand deposits 
would decline. 

For one line of possible explanation we may turn 
to statistics of income and consumer credit. The 
Department of Commerce adjusted index of total 
income payments (based on 1935-39 as 100) reached 
a postwar low of 229 in September 1945. By August 
of this year this index had increased to 252 (prelim- 


inary), seven points above the wartime high-point 
reached in February 1945. Turning to the Federal 
Reserve statistics of credit we find that total esti- 
mated consumer credit outstanding in the United 
States increased about 44 per cent in the year follow- 
ing V-J Day. Most of this increase centered in in- 
stalment’ sale credit, consumer instalment loans, 
and charge accounts. Furthermore, the widely- 
publicized National Survey of Liquid Assets re- 
leased by the Board of Governors of the Federal 
Reserve System brought forth the finding that 
people intended to make substantial use of instal- 
ment credit in making 1946 purchases. This survey 
indicated that borrowings to finance purchases of 
consumer durables and housing would exceed the 
amount of liquid assets (currency, bank deposits 
and Government securities) that would be used for 
such purposes. 

On the basis of the indications at hand, it appears 
reasonable to believe that personal deposits can 
continue to expand if income payments continue up- 
ward and credit is freely available. Until the price 
level changes downward, consumers, generally, may 
continue to show a preference for retaining a portion 
of their assets which they might otherwise spend. 
And even when they do make purchases of such 
things as consumer durables they show no aversion 
toward making use of instalment credit. Any or all 
of several factors could directly influence the direc- 
tion of these personal deposits: the price level, avail- 
ability of consumer durable goods, income payments 
and the use of credit. 

There are strong indications that credit expansion 
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has been an influential factor in demand deposit 
expansion. Between V-J Day and October 23, 1946 
commercial loans in reporting New England member 
banks have increased 42 per cent; real estate loans, 
37 per cent; and miscellaneous loans which include 
consumer loans, 20 per cent. During the same peri- 
od, greater increases were indicated for reporting 
member banks in the United States: 62 per cent in 
commercial loans, 38 per cent in real estate loans 
and 43 per cent in miscellaneous loans. 





Among other phases of demand deposit ownership 
which showed reversals of trend between January 31 
and July 31 were deposits of insurance companies 
and deposits of nonprofit institutions. Insurance 
deposits increased some ¢0 per cent during the period 
after having shown decreases in each of the preced- 
ing two surveys. New England nonprofit institu- 
tions, on the other hand, showed a decline in funds 
during the latest survey period, a situation contrary 
to that which took place in the country as a whole. 





DEBITS TO DEPOSIT ACCOUNTS* 
NEW ENGLAND* AND THE UNITED STATES 
(In Millions of Dollars) 














1946 1945 |% Change 

Place ct. 1946 

Oct. Sept. Oct. | Oct. 1945 
CONN.—Hartford....... 404.0 368.4 330.7 +22.2 
New Haven..... 164.7 150.3 152.8 + 7.8 
New London.... 20.6 19.0 17.3 +19.1 
Waterbury..... 59.9 52.4 46.5 +28.8 
ME. —Bangor......... 44.0 39.3 30.4 +44.7 
Lewiston-Auburn 22.9 22.1 18.1 +26.5 
Portiand........ 83.4 75.5 71.4 +16.8 
MASS.—Boston......... 2,325.1 | 2,121.0 | 2,166.7 + 7.3 
Brockton....... 41.0 32.8 34.7 +18.2 
Fall River...... 46.2 40.3 35.0 +32.0 
Holyoke........ 36.9 32.6 27.8 +32.7 
— ST haweeeee 28.5 27.2 ip | + 5.2 
OS rere 45.3 38.6 32.5 +39.4 
New Ww indice’. 50.3 45.7 7.8 +33.1 
Pittsfield....... 29.9 26.4 24.2 +23.6 
Springfield...... 152.8 132.6 122.4 +24.8 
Worcester...... 125.6 114.9 102.3 +22.8 
N. H. —Conecord........ ; 3 | 18.1 17.3 +22.0 
Manchester..... 39.8 37.1 28.4 +40.1 
R. I. —Providence.....} 327.9 289.3 268.2 +22.3 
2 A —Burlington...... 25.9 22.5 18.5 +40.0 
TOTAL—except Boston. ..| 1,770.7 | 1,685.1 | 1,443.4 +22.7 
NEW ENGLAND-21 cities} 4,095.8 | 3,706.1 | 3,610.1 +13.5 

UNITED STATES— 

$34 centers.........../91,315.0 |83,288.0 |81,616.0 +11.9 











FEDERAL RESERVE BANK OF BOSTON 
MONTHLY AVERAGES OF DAILY FIGURES 
(In Millions of Dollars) 























1946 1945 |% Change 

Item Oct. 1946) 

Oct. Sept. Oct. Oct. 1945 
Member bank deposits ..| 741.8 757.5 715.2 + 3.7 
United States deposits. . 27.9 34.3 28.4 - 18 
All other deposits....... 41.6 18.9 65.8 —36.8 
TOTAL DEPOSITS...} 811.3 810.7 809.4 + 0.2 
F.R. notes in circulation | 1,472.8 | 1,464.7 | 1,457.1 + 1.1 
Gold certificate reserves.} 800.9 795.8 789.6 + 14 
Discounts and advances.. 14.2 14.6 * : —43.4 
Industrial loans......... 0.1 0.1 0.0 
United States obligations.| 1,457.7 | 1,454.5 | 1 a4. é + 1.0 

TOTAL LOANS & 

SECURITIES....... 1,472.0 | 1,469.2 | 1,467.8 + 0.3 











SAVINGS DEPOSITS AND ACCOUNTS 
59 MUTUAL SAVINGS BANKS IN NEW ENGLAND* 
(In Unit Indicated) 














1946 1945 \% Change 

Item Oct. 1946 

Oct. | Sept. | Oct. | Oct. 1945 
Deposits (millions of $)..| 2,463.7 | 2,454.4 | 2,279.6 + 8.1 
Total accts. (thousands) | 2,318.4 | 2,315.8 | 2,266.4 + 2.3 
Accts. opened in mo. ("’) . 21.5 21.8 19.7 + 9.1 
Accts. closed in mo. (’’)... 18.9 15.7 17.6 + 7.4 








*Except interbank accounts. **Except Fairfield County, Conn. 


* Except Fairfield County, Conn. 





EMPLOYMENT AND PAYROLLS BY CITIES 


MASSACHUSETTS 
(Per Cent Change from Previous Month) 

















Wage-Earners Payrolls 
Citi 1946 1946 
ities 

Sept. Aug. Sept. Aug. 
OE a ee +0. +1.7 +0.2 +3.5 
arr oe +0.9 -1.9 —1.5 —4.5 
TORTIE 6 6 ssc cecescese +4.2 +2.5 +4.6 +3.7 
tS eee +1.4 +2.6 +1.4 +9.9 
BUIIEE . 6600540040000 +6.0 +2.5 +3.1 +7.0 
Mc ccastencactaas +2.8 +0.5 +2.8 +1.8 
BEDUOD s 0:s's:0'0's ba:606010% +1.6 +1.2 +3.9 +1.2 
— So mAGeeeesuseees +5.8 —04 +8.7 +3.0 
Si elniresd ais iis ete bie wie +4.0 +1.5 +5.5 +3.9 
aeg pepere janes eaaioaas +1.7 +2.1 +2.5 +8.5 
ae a Epennnenaensionns rey bir +2.1 +4.7 
pringfield...... ésseeene 2. ; 4.9 +2.3 
ere rr re * * T5 $33 +3.3 
eae +1.9 +6.5 +3.0 +7.6 











*Less than one-tenth of one per cent. 
Source: Mass. Dept. of Labor & Industries. 


CONSTRUCTION CONTRACTS AWARDED 


NEW ENGLAND 
(Value in Thousands of Dollars) 


















































1946 1945 % Change 

Classification ept. 1946 

Sept Aug. Sept Sept. 1945 

Commercial bldgs. ..... 4,521 6,324 2,977 | + 51.9 
Manufacturing bldgs.. 6,790 7,091 7,555 | — 10.1 
Educational & science... 1,202 552 324 | + 271.0 
Hospital & institutional. 3,020 2,573 2,453 | + 23.1 
Public buildings........ 165 689 110 | + 50.0 
Religious buildings. .... 1,763 467 391 | + 350.9 
Social & recreational... .. 353 1,255 145 | + 143.4 
Misc. nonresidential. . . 328 553 1,225 | — 73.2 
Total Nonresidential.| 18,142 | 21,504 15,180 | + 19.5 
Residential Buildings.| 25,342 | 15,849 1,86: +1,261.0 
Total Building....... 43,484 | 37,353 | 17,042 | + 155.2 
Public works (total)....| 14,603 | 11,716 2,145 | + 580.8 
Utilities (total). ....... 1,831 2,972 376 | + 387.0 
Total Construction....| 59,918 | 52,041 | 19,563 | + 206.3 

















Source: F. W. Dodge Corp. 








REVENUE FREIGHT CARLOADINGS 
ALL NEW ENGLAND RAILROADS 
(Number of Cars) 


















































1946 1945 
CLASSIFICATION 

Nov. 2 Oct. 26 Oct.19 | Oct. 12 Oct. 5 Sept. 28 | Sept. 21 | Sept.14 | Sept. 7 Nov. 3 
Merchandise L. C. L.......... 11,394 11,598 11,958 11,943 11,555 11,260 11,156 10,858 9,780 10,228 
PRMDOUIADOOUS . 0.0:05:0:00 000-0000 12,754 12,653 12,696 12,006 11,959 12,691 11,824 11,480 9,188 2,166 
TS Sr ae ry oA 3,045 3,188 3,162 3,299 3,123 3,143 3,334 3,763 +350 2,931 
EN nia tnik aiken ncaa buenas 27,193 27,439 27,816 27,248 26,637 27,094 26,314 26,101 22,318 25,325 
Per Cent Change from Year Ago | +7.4% +8.0% +10. 1% | +15.6% +9.9% +6.6% +8.4% +8.1% | +13.6% 41% 

Source: Association of American Railroads. 
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NEW ENGLAND DEPARTMENT STORES 


SALES CONDITIONS 






1945 = 100 
’ Month of September January through September 

1 1944 1945 1946 1943 1944 1945 1946 
Connecticut Department Stores.. 101 106 100 128 96 97 100 123 
Maine Department Stores....... 89 101 100 120 92 94 100 125 
Massachusetts Department Stores............ ‘ 88 100 100 136 85 91 100 128 
New Hampshire Department Stores........... ‘ 89 104 100 122 87 94 100 128 
Rhode Island Department Stores............. , 89 100 100 122 85 92 100 125 
Vermont Department Stores............eee08 ‘ 87 93 100 129 86 89 100 132 
Boston Department Stores............ceeeeeee 84 98 100 136 83 90 100 127 
Springfield Department Stores.............. eae 97 103 100 124 9O4 94 100 121 
Worcester Department Stores. .............08. 84 97 100 132 85 87 100 130 
New Haven Department Stores............. bes 99 105 100 133 91 96 100 126 
Portland Department Stores............e.e00. 92 104 100 120 93 95 100 123 
Providence Department Stores. ............00. 90 101 100 123 85 92 100 125 
New England Department Stores............. 88 100 100 133 86 92 100 127 


" CREDIT CONDITIONS 


Percentage of Regular Charge Accounts Outstanding at the First of September 
Collected during September 






















1943 1944 1945 1946 

PROM Cis Remnants MOINS 00.35, 9.03.3 Kdic nisi: Riecare Gece ce edecmanceeadanalawecus 51.2 53.2% 55.9 45.1 
New Haven Department Stores............... Pr rr rr ere yt 54.0 - 56. 3” 4% 

BFOvidenee DeparGmenh: GRUEON 6:6 0.5:5 cies ccc <eicdvenesacedocwecnscesaceenese 57.7 57.0 55.9 49. 9 

New Inngland Departinenl WeOress so oe cos ccvicccewd sdes CamecnoswnadedaCeselate 53.5 54.9 56.2 47.0 

SALES BY DEPARTMENTS — NEW ENGLAND DEPARTMENT STORES 
1945 = 100 
Month of September January through September 

1943 1944 1945 1946 194 1944 1945 1946 
Women’s, Misses’, and Juniors’ Ready-t o-Wear:. 84 93 100 123 81 87 100 121 
Coats — Women’s and Misses’. ..........00. 97 104 100 127 95 90 100 123 
Dresses — Women’s and Misses’. ‘ 73 88 100 121 74 85 100 122 
Juniors’ Coats, Suits, Dresses........ 72 83 100 113 71 81 100 121 
Furs, excluding Repairs and Storage. 113 93 100 170 113 92 100 142 
Aprons, House Dresses, Uniforms 76 94 100 123 84 93 117 
MRGIIEMONN << bc accraceuscgswacvececeananas * * 100 108 * 100 112 
BUN ViKieediseerarceedneeees wewia eieee 63 84 100 133 73 72 100 136 
Women’s, Misses’ and Juniors’ Accessories:..... 86 98 100 118 84 91 100 115 
WEUMRGEY, « caacciccnbssiecsccsbemesee due i 88 95 100 110 89 96 100 115 
Neckwear and Scarfs..........e+0. awedecwes 79 95 100 112 82 96 100 110 
Corsets Gntt DIAGePS. 6c ccc cccarccvesceeces 74 97 100 125 73 86 100 118 
EEDIG UNGErweah ...:0.siccecccesess reer Cre ee 86 106 100 109 81 93 100 108 
Woven WNGGI WOO 66cicdscccecdcease avecens 73 97 100 108 73 85 100 108 
Negligees and Bathrobes........ ia 86 92 100 121 74 84 100 124 
Handkerchiefs............ a 105 120 100 132 84 90 100 111 
ON we 87 99 100 108 82 88 100 111 
Hosiery : 91 110 100 126 90 94 100 110 
Shoes... as 80 86 100 124 81 87 100 122 
Jewelry....... ys 87 93 100 124 77 87 100 122 
Leather Goods........... ce 100 97 100 120 94 93 100 124 
Toilet Articles and Drugs....... ésaneeue 96 103 100 113 88 96 100 110 
Umbrellas, Parasols, Canes..........+. eende 77 90 100 120 90 81 100 148 
Men’s and Boys’ Clothing and Furnishings:..... 88 99 100 148 92 92 100 139 
Wei 8 ClOUNNE «6 oisccccenicdcecnsneamenus 83 93 100 168 103 92 100 143 
Men's Furnishings, including — ven Caps.. 87 99 100 159 90 91 100 151 
Boy's Clothing and Furnishings............ é 94 105 100 119 81 93 100 116 
Men’s and Boys’ Shoes............ aces ee 83 85 100 128 93 85 100 133 
Infants’, Children’s, Girls’ and “‘Teen-Age’’ Wear: 91 105 100 114 76 93 100 1ly 
Infante’ Department. ........ccccesccccccces 88 106 100 117 76 93 100 1lo 
Girls’ and ‘‘Teen-Age” Wear. .........+6. aa 94 102 100 108 75 91 100 1lg 
Home Furnishings:........ccccsssses anaes 92 100 100 165 90 93 100 155 
Furniture, Beds, Mattresses, Springs. Sesebaes ‘ 79 91 100 131 85 88 100 138 
House Furnishings PEEL SSA ESAS ere ee ares 75 81 100 185 84 85 100 180 
Major Appliances........eeee. ehucceuseense 51 70 100 1535 126 66 100 952 
Draperies and Curtains...........+. eeanee “ 92 105 100 129 80 93 100 128 
Lamps and Shades......... tvivetesteaceee : 76 81 100 157 78 77 100 165 
IGG? COVCUEED ac. os ce seeecesureeeades oe 5 124 127 100 176 103 99 100 154 
China and Glassware............s0- Teeoues ‘ 84 96 100 163 79 88 100 144 
BAsONEoivaicncuceore nnnaaees Sewuce acer 93 105 100 120 95 100 100 128 
Domestics and Bed Coverings...........s6- _ 113 110 100 164 113 110 100 155 
BCH s op He cntiesnacccccccusceeceuseaseucenee 103 115 100 1806 265 109 100 924 
Pier Goatees as csc cece Cees ecescccesescccs 91 112 100 121 80 95 100 110 
Silks and Velvets.......... enevene 82 109 100 104 74 93 100 106 
Woolen Dress a 112 132 100 171 95 93 100 124 
Cotton Dress Goods.... we ideas 87 118 100 106 82 104 100 105 
SION ia ios css ca wcteninteesgpens diannees 82 101 100 123 77 91 100 117 
Laces, _en Embroideries, Ribbons. pare 79 105 100 123 69 95 100 115 
DOUODN s 6’ bioe0:<' Enea Maiev ocawedas ane 82 100 100 125 79 89 100 118 
Daca iR EMM ica uiniissinconsuhes 86 114 100 172 86 90 100 180 
Miscellaneous:.... ° 111 100 126 84 93 100 122 
Silverware. ‘ 136 101 100 223 125 100 100 198 
Luggage. . ; 112 98 100 182 118 93 100 157 
OL ee ce 4 e * 100 108 * * 100 123 
PRONE oo daca! ais aus naiesincaene - * * 100 122 * * 100 101 
Art a including Needlework. ‘i ‘ 85 99 100 107 79 90 100 108 

BORUGe BOOU GE 6 cicis ce cctcusenaeeere eines a * 100 92 * * 100 1 
All Other. .... LSWe ACO RRORS bees OEEEES 92 114 100 132 86 95 100 126 
BASRNGNE  iscdsaviccsccvrdos téeseenseeedetese 90 102 100 134 90 93 100 121 
GRAND TOTRE as cik dcicccisccsccceswdcscccees 88 100 100 132 85 91 100 126 


*Figures not available, 
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— production continued with little change in September and the 
early part of October. Department store sales have shown no further rise 
from the high level reached at the end of August, although there is usually a 
considerable increase at this season. Wholesale prices of livestock and meats 
advanced sharply after the removal of price controls in the middle of October, 
while prices of cotton and grains declined. 


Industrial Production. The Board’s seasonally adjusted index of industrial 
production was maintained in September at the August rate, which was 177 per 
cent of the 1935-39 average. Following the reestablishment of Federal price 
controls on livestock at the beginning of September, curtailment in marketings 
resulted in a sharp drop in activity at meatpacking plants; this decline offset, in 
the total index, further small gains in output of numerous other manufactured 
products and minerals. After the middle of October, when controls were re- 
moved, slaughter operations showed a sharp increase. 

Output of durable manufactures rose two per cent in September, reflect- 
ing chiefly further gains in activity in the machinery and transportation equip- 
ment industries. Output of nonferrous metals also continued to rise in Septem- 
ber and was at the highest level since the end of the war. Iron and steel produc- 
tion was maintained at about the August rate. In the first four weeks of October 
activity at steel mills advanced slightly, averaging for this period a scheduled 
rate of 90.3 per cent of capacity. Production of lumber and other building mate- 
rials continued to increase in September. Except for the sharp drop in meat 
production, there was little change in the output of nondurable goods. 

Output of minerals rose slightly in September as increased production of coal 
and of metals more than offset a slight decline in output of crude petroleum. 


Construction. Value of construction contracts awarded, as reported by the 
F. W. Dodge Corporation, declined further in September. Nonresidential build- 
ing awards dropped one-fifth to the lowest level since the end of the war, re- 
flecting chiefly a sharp decline in contracts for factory construction. Residential 
awards were maintained at the high levels prevailing in July and August. 


Employment. Employment in nonagricultural establishments advanced 
somewhat further in September, after allowing for seasonal changes, reflecting 
continued gains in industries manufacturing durable goods and in trade and 
service lines. The number of persons unemployed remained at about two million. 


Distribution. Department store sales, which were in exceptionally large 
volume in August, increased by less than the usual amount in September and 
the early part of October. The Board’s seasonally adjusted index was 269 in 
September, as compared with 290 in August and an average level of 257 during 
the first seven months of the year. Since the middle of September sales have 
been considerably reduced in two.important areas by industrial disputes, but 
sales in most other districts of the country have also shown a smaller rise than 
is usual during this season of the year. 

Loadings of most classes of railroad revenue freight were maintained at an 
exceptionally high rate in September and the early part of October. Shortages 
of freight cars persisted during this period, which is the seasonal high point of 
the year, limiting to some extent the distribution of commodities. 


Commodity Prices. In the middle of October Federal price ceilings were 
removed from livestock and meats and it was indicated that the controls re- 
maining over most other commodities would be discontinued. During the sub- 
sequent week prices of livestock, meats, and some other agricultural commodities 
showed sharp advances and exceeded the previous peaks reached during the 
lapse of price control in July. Wholesale prices of various other commodities, 
including cotton, grains, butter, and eggs, declined but were still above the levels 
prevailing at the end of June. Wholesale prices of industrial products have gen- 
erally continued to show relatively moderate advances in recent weeks. 


Bank Credit. Member bank reserve balances in September and the first 
half of October fluctuated somewhat, reflecting Treasury debt retirement oper- 
ations and quarterly income tax collections. Required reserves increased some- 
what in the first half of September and subsequently showed little change. 
Reserve Bank holdings of Government securities increased late in September 
and subsequently declined. 

Commercial and industrial loans at weekly reporting banks in 101 leading 
cities continued to expand rapidly during September and early October. Real 
estate and consumer loans increased further, while loans for purchasing or carry- 
ing securities continued to decline. Holdings of Government securities were 
reduced considerably during the period, reflecting largely Treasury cash retire- 
ment of certificates on October 1. 
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